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COMMENTS OF PAGING NETWORK, INC.
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MARCH 4, 1996

Surrunary

Paging Network, Inc. ("PageNet"), hereby submits its

corrunents in response to the Corrunission's Notice of Proposed

Rulemaking ("NPRM") in CC Dockets 95-185 and 94-54. In these

corrunents, PageNet establishes a compelling case for the

Corrunission to: (1) rcll back unreasonable LEC pricing practices

for CMRS interconnection that still reflect the historical

monopoly of the 10caJ exchange carriers ("LECs"); and (2)

adequately compensatE CMRS providers for the LEC's use of CMRS

facilities in terminating calls originated on the LEC's network.

Historically, if a paging carrier does not accept

interconnection according to the LEC's terms, the paging carrier

is denied interconnection or possibly the numbers essential to

interconnection. This is so even though there is no question

that paging carriers are co-carriers with the LECs. To convert

this historical abusE of monopoly power, the Corrunission must

establish new and furdamentally more rational structure for CMRS

interconnection and co-carrier termination compensation.

Achieving competition in the promotion of all local exchange

services is critical to the public interest. To promote this

interest, the CorrunisEion should not define competitive services

as narrowly as two-way voice services, but must consider the full

range of services, like PCS, cellular and paging, that compete

-1-
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with local exchange services. To that end, the Commission must

find that paging carliers are entitled to compensation for the

costs they incur in terminating calls received from the LEC, and

that LEC interconnection arrangements should not require paging

carriers to pay the LEC for originating facilities and functions

for which LECs are a~ready fully compensated by their end users.

The bill and keep compensation model proposed by the

Commission must not be applied to the paging industry. Bill and

keep may be appropricJte where there is a current or anticipated

balance of traffic; however, bill and keep is inappropriate for

paging because traff_c flows on paging networks are still totally

one-way. If bill and keep is applied without consideration of

the one-way traffic characteristics of paging, bill and keep

results in a windfal to the LECs (by allowing them to terminate

their traffic on pagJng networks free of charge) and denies

paging carriers any compensation for the switching and transport

functions that they I)erform in terminating traffic. If the

Commission fails to E~stablish interconnection and compensation

standards appropriatE to the unique characteristics of paging, it

will artificially cn~ate competitive advantages for the LECs and

the two-way CMRS indllstry.

The existing in~erconnection arrangements that have been

negotiated between LEes and paging carriers reflect extreme and

wholly unjustified variations in pricing for identical
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interconnection components. Even a superficial review of the LEC

pricing practices makes clear that currently effective paging

interconnection arrangements are patently unreasonable, wholly

unsupported and unreasonably discriminatory. The Commission

simply cannot allow these practices to continue.

In order to promote efficient interconnection, the

Commission's CMRS interconnection rules should ensure that all

parties receive fair compensation for the network functions they

provide, eliminate LEC double and triple recovery of network

costs, and reflect fair and efficient co-carrier arrangements.

The structure of the LEC/paging carrier interconnection/

compensation arrangenents must ensure that the LECs do not charge

paging carriers for transporting LEC-originated traffic and that

the paging carrier iE fairly compensated for terminating other

carriers' traffic on its network. Therefore, the Commission must

adopt a compensation arrangement that ensures that the LEC does

not over-recover charges associated with the inter-carrier link

between the LEC switch and the paging carrier mobile telephone

switching office ("MTSO") and provides for immediate and full

compensation to the paging carrier for the call set up, switching

and transport functic;ns that it performs.

Many LECs ignorE the co-carrier status of paging carriers

and treat them as customers of LEC access service. As a result

of this practice, LECs collect double -- and in some cases,
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triple -- charges for the services they provide. In a typical

paging interconnecticn arrangement, the paging carrier is forced

to pay the LEC for tfJe transmission segment between the LEC' s

terminating end office and the paging carrier's MTSO, even though

this function is fulJy paid for by the originating end user.

Even more outrageous, several LECs further require the paging

carrier to pay both nlonthly flat rates and per-minute-of-use

charges for the same facility, resulting in a "triple dip" by the

LEC for the same trarismission segment. This pricing not only

grossly inflates the cost of paging interconnection, it provides

excessive and unjust compensation to the LEC.

For these reasons, the Commission must abandon its proposal

to require paging carriers to pay LEC entrance facility charges

for the link between the LEC switch and the paging carrier MTSO.

The Commission':: policy and goals require the establishment

of reasonable interconnection and mutual compensation

arrangements for pagJng carriers. These arrangements require:

(1) that the LEC may not impose upon paging carriers any charges

for the inter-carrier transmission link between the LEC's switch

and the paging carriE-r's MTSO; (2) LECs compensate paging

carriers for the switching and transport functions that the

paging carriers perfurm in terminating traffic that originates

from the LEC network (3) the rate of compensation should be

expressed as a chargp per call derived from interstate tariffed

rates (for example, 1lsing access charges from BellSouth's federal

-iv-
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tariff, the rate woued be $.00633 per call); and (4) initial

standards for interconnection of LEC and CMRS carrier networks

should be fully cons stent with the standards established for

interconnection with other carriers.

-v-
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I. GENERAL COMMENTS

A. Statement Of Interest and Ability to Contribute to
Proceeding

PageNet is the Largest paging carrier in the United States.

Created in 1982, PageNet currently provides service to

approximately 6.7 miLlion paging units throughout the United

States. PageNet offers service in every major market and is 1n

the process of building systems pursuant to its nationwide

narrowband PCS authocizations. PageNet has sought, and obtained

over time, various f~rms of interconnection to the Public

Switched Telephone Network ("PSTN fI
) for its paging operations in

nearly every major population center in the United States.

PageNet is currently seeking to revise the terms and conditions

of interconnection with its LEC co-carriers, and as such, is

aware of the current state of interconnection and compensation as

it affects paging carriers. PageNet's experience in the process

of interconnection makes PageNet eminently qualified to comment

on the issues raised in this proceeding.

B. The Underlying Rationale -- That Co-Carriers Are
Entitled To Peer Interconnection And Compensation
Arrangements -- Applies Equally To All CMRS Market
Segments, Including Paging.

1. Currently Effective LEC To CMRS
Interconnection And Compensation Arrangements
Are Seriously Flawed.

Implicit in thE NPRM's discussion of co-carrier

interconnection is a recognition of fundamental tenets of equity
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and econom1C efficiency, which can be distilled into four basic

concepts:

(1) Compensation arrangements should not artificially
distort competition.

(2) Dominant LECs should not be permitted to continue to
stifle competition by refusing to compensate co
carriers for terminating traffic, or by setting
termination compensation rates at excessive levels.

(3) A co-carrier must not be forced to pay another
carrier's costs of originating traffic.

(4) A carrier should be paid for the costs it incurs in
terminating calls received from other carriers. 1

Historically, none of these principles has been reflected 1n

the context of paging interconnection and compensation

arrangements. As mere fully explained in Section II(A) (1) below,

the LECs have used their monopoly position to extract excessive

rates for interconnection and to require the paging industry to

pay the LECs for facilities whose costs are properly the LECs',

not the paging carrier's, to bear. The paging carriers have had

virtually no leverage in negotiating for interconnection. If the

paging carrier does not ultimately accept the LEC's terms, the

paging carrier is denied interconnection or denied telephone

For purposes of these comments, PageNet is focusing on rate
related issues. Other matters -- including the LECs'
ability to impose unreasonable restrictions on
interconnectior. technology, and to unreasonably delay the
implementation of interconnection -- are also matters of
critical importance to competitors.

-3-
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Sometimes, the paging

carrier is denied a :::ombination of the two. This pervasive

historical abuse of nonopoly power compels the Commission to

establish new and fu~damentally more rational structures for CMRS

Lnterconnection and :::o-carrier compensation.

2. As Competitors To Traditional Wireline Local
Services, And As Co-Carriers That Ter.minate
Traffic Originating On LEC Networks, Paging
Carriers Are Fully Entitled To Compensation.

The Notice expresses the Commission's concern that its

general interconnection policies "may not do enough to encourage

the development of CMRS, especially in competition with LEC-

provided wireline services." NPRM at ~2. PageNet concurs with

~he Commission that ~chieving competition in the promotion of all

local exchange services is critical to furthering the public

interest. In order to promote this interest, the Commission

should not define competitive services narrowly as two-way voice

services, but must consider the full range of services that

compete with local exchange services. 2 Like PCS and cellular

services, paging services compete with -- as well as provide

services ancillary to -- those services offered by traditional

This range of services includes voice and non-voice,
unidirectional and bi-directional services. These services
may compete as direct substitutes for local exchange
services, or may provide functions that are ancillary to, or
complimentary to, such services.

-4-
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Indeed, there is growing

substitutability among all forms of cellular, PCS, paging and

landline services as each of these technologies develop and new

service applications arise.

For example, some specific services cut across all carrier

types, e.g., practically all carriers are now offering very

sophisticated voice-mail services. 3 These voice-mail services

are in many instances surrogates for traditional two-way

conversations. Similarly, the paging industry provides a range

of services that provide numeric and alpha messages, including

full text messages of unlimited duration, and facsimile copies of

documents. In these applications, the textual message

transmitted to a paging subscriber competes with landline

services offered by the LECs. The transmission medium is

jifferent, but the call may substitute for a call that would

otherwise have been placed over the landline network.

People in virtually every type of industry employ pagers to

communicate more imroediately and efficiently. Doctors and

lawyers, plumbers and electricians, sales forces and students

all use pagers to facilitate communications. The fact that the

PageNet notes that the development of voice mail as an
adjunct to CMR~ services has been hindered by excessive
interconnectior costs imposed by the LECs.

-5-
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industry has achieved such rapid penetration and that these

growth rates are expected to continue is a tribute to the

ubiquity, quality and diversity -- and thus value -- of services

the paging industry is offering. Indeed, paging is especially

important to those who require mobility in communications, but

cannot afford the higher cost of two-way broadband services.

Despite the very high costs of entry which the LECs have

unreasonably imposec on the paging industry, the paging industry

has as many units lr service as any other mobile service today.

By year end 1995, approximately 600 carriers served over 34

million paging unit~. This compares to 30 million or so cellular

units in service as of mid-year 1995. Furthermore, industry

estimates suggest tlat -- if current trends continue -- there

will be over 56 milJion pagers in service by the year 2000. 4

Note, however, that while the industry has been able to grow

despite excessive LFC-imposed interconnection rates, continued

growth is fundamentclly dependent upon the establishment of

reasonable interconrection rates and terms, including the

establishment of reasonable and nondiscriminatory compensation.

As landline carriero and PCS and cellular providers obtain

reasonable interconr,ection arrangements as a result of the

See In the Matter of Revision of Part 22 and Part 90 of the
Commission's Rules to facilitate Future Development of
Paging systems. Notice of Proposed Rulemaking, WT Docket 96
18 and PP DockE~t No. 93-253, fn. 19 (released Feb. 9, 1996).

-6-
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instant proceeding and others like it, their service offerings

will overlap to an increasing extent with the offerings of paging

carriers. If the Commission fails to establish interconnection

rules and policies tlat place paging-only carriers on equal

footing with these c)mpetitors, the projected growth of paging

services will be jeopardized.

The wide range )f paging service applications also points to

the variety of LEC services for which paging companies offer a

competitive alternat Lve. 5 Other considerations also compel the

establishment of reasonable compensation arrangements. Two

overarching principles must govern the Commission's policies:

• Paging carriers are entitled to be compensated for
the costs they incur in terminating calls received
from the LEC (or any other exchange service
provider) I and

• LEC interconnection arrangements should not
require paging carriers to pay for LEC originating
facilities and functions for which LECs are
already fully compensated by their end users.

As PageNet discusses below, the LECs have long had a

stranglehold on paging carriers' ability to interconnect at

reasonable rates, and to be compensated for services they

provide. The Commission must take this opportunity to terminate

As discussed in subsection 4, infra, cellular and PCS
carriers now also offer paging service, either as part of or
as an adjunct to their basic service package.

-7-
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the ongoing abuse of monopoly power, should establish pro-

competitive interconJ.ection and compensation policies in

conformance with these principles, and should take immediate

action to implement these policies.

3. The Bill And Keep Mechanism, As Applied To Paging,
will Not Compensate Paging Carriers For Their
Costs Of Traffic Termination.

Despite the paging industry's vast and continuing

participation in the network of networks, the Commission's NPRM

has apparently overlooked a key factor in proposing its bill and

keep compensation model for all CMRS providers; that is, bill and

keep would not provide any compensation to the paging industry

for its costs in terminating LEC-originated calls. 6 PageNet does

not oppose the use of bill and keep for other appropriately

situated CMRS providers, assuming it does not discriminate

against paging carriers. However, the Commission's proposal of a

bill and keep arrangement between the LECs and CMRS carriers

simply does not worK for paging, a major force in mobile

communications, because paging carriers do not originate traffic.

The term "LEC-e,riginated" refers to calls sent by the LEC to
the paging earlier. Most of these calls are from the LEC's
own customers, but some can be calls passed through the LEC,
e.g., calls received by the LEC from an IXC.

-8-
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As the Commission observes, bill and keep may be appropriate

where there is a current or anticipated balance of traffic, or

where the costs of termination are de minimis. This method of

termination compensation, however, 1S inappropriate ln the

context of paging serVlces because paging today is still almost

totally one-way traffic, and for the most part will remain so for

the foreseeable future; that is, virtually all calls to pagers

originate on the local exchange carrier network. This fact will

not change substantially over the short run, even as two-way

paging is introduced in the future. If applied without

appropriate consideration of the predominantly one-way traffic

characteristic of paging carriers, bill and keep results in a

windfall to the LEC by allowing the LEC to double- or triple-

recover certain transport charges -- and would deny paging

carriers compensaticn for the switching and transport functions

that they perform ir terminating traffic. PageNet discusses

these unreasonable cutcomes of a bill and keep arrangement that

precludes compensation for paging carriers in more detail infra.

4. Failure To Provide Compensation To All CMRS
Providers will Artificially Distort The CMRS
Marketplace, Unreasonably Favoring One Type Of
Carrier Over Another.

PageNet submitE that the concepts inherent in this

proceeding -- that co-carriers are entitled to compensation for

the use of their facilities by an originating carrier -- apply

-9-
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equally to paging caLrlers. As set forth below, the NPRM appears

to focus exclusively on bi-directional two-way voice traffic in

its discussion of CMRS interconnection and does not take into

account the one-way jata flows that characterize paging traffic. 7

If the Commission fails to establish interconnection and

compensation standards appropriate to the unique characteristics

of paging, however, it will artificially create competitive

advantages for the LECs and the two-way CMRS industry which are

unreasonable, and unreasonably discriminatory under Section

202(a) of the Communications Act of 1934. Were the Commission to

proceed down this path, it would artificially distort competition

and pricing in both the wireless and wireline markets.

In understanding this, it is important to recognize that the

distinctions the Commission is attempting to draw between voice

and non-voice carriers are illusory. For example, virtually all

wireless providers now offer paging services. Even in its

nascent state, the PCS industry is providing paging services over

its facilities;B and cellular and specialized mobile

PageNet is alsc beginning its trials of voice paging
services this quarter.

PageNet attaches as Appendix A a promotional brochure
describing Sprint Spectrum, a new wireless network service
that combines I)aging, cellular, and voice messaging
functions. As the brochure makes clear, Sprint identifies
paging as one cf the central capabilities of the new
service.

-10-
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radio/enhanced specialized mobile radio carriers are also

providing paging services over their facilities. Even landline

carriers offer a pagLng-equivalent service. Furthermore, all of

these market segment:; vigorously compete for voice mail

customers. Thus, PC;, cellular, and landline carriers are all

also paging carriers in direct competition with the messaging and

voice mail services )ffered by carriers such as PageNet. 9

In this competi~ive environment, customers choose between

and among the services that cellular, PCS, paging and wireline

carriers offer, weighing the advantages and disadvantages of each

service against the )ther in choosing to which services they

subscribe. The Commission has found these services to be

substitutes for one another. In the Third CMRS Order, the

C::ommission found evi::lence that suggested growing substitution

between: (1) cellular service and wide-area SMRs, and (2)

cellular and paging service. 10 The Commission also found that

10

The paging industry is or will shortly begin offering
limited two-way, typically non-interactive services. It
will take time before these new services achieve significant
market penetration, however. While it is impossible to
predict how these services will evolve, and what forms of
interconnection arrangements they may require, the
interconnection and co-carrier compensation arrangements
proposed in these comments will meet the needs of the paging
industry for the foreseeable future.

Implementation of Section 3(N) and 332 of the Communications
Act, Regulatory Treatment of Mobile Services, Third Report
And Order, GN Docket No. 93-252, 9 FCC Red 7988, 8023-24,

Continued on following page
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~radition distinctions, such as between voice and data services

and between one-way and two-way services are collapsing."

Given the market overlap of paging-only carriers and other

CMRS providers, and the LECs themselves, the Commission cannot

here award compensation only to the two-way voice segment of the

wireless industry, however defined. To do so would artificially

competitively advantage the carrlers who provide paging along

with two-way voice services to the detriment of those carriers

who provide stand-alone paging service.

To illustrate, under a bill and keep arrangement, there is

an assumption that the traffic originated on the LEC's network

and the CMRS carrier's network is roughly the same and, as such,

it is easier for carriers to keep charges billed to their own end

users for origination and termination rather than exchange

roughly equal payrnerts. Under bill and keep, cellular and

broadband PCS carriErs are implicitly compensated for terminating

their paging traffic (for mobile-to-land traffic) because the

compensation the carrier would otherwise pay to the LEC is offset

Continued from preVJOUS page

"

8026, 8028-802S, 8109 (1994) ("Third CMRS Order"). See also
Competition in the Commercial Mobile Services Market, 78
RR2d 1322, 133~ (1995).

Id.
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by the compensation that the LEC would otherwise pay to the

carrier. However, d~e to the one-way nature of paging traffic,

bill and keep gives traditional paging carriers no compensation,

even though they terminate the same type of traffic on their

networks. This arran.gement, which compensates broadband service

providers but not paging-only carriers -- for call

~ermination, is inherently anticompetitive, and violative of

Long-standing Commission precedent, the antidiscrimination

provisions of the Communications Act of 1934 and the

Lnterconnection mandates found in the Telecommunications Act of

L996.J.2

Section 202(a):Jf the Communications Act of 1934 prohibits

unreasonable discrimination against classes of customers. 47

C.F.R. § 202(a). This provision has been invoked, inter alia, to

prohibit LEC pricing practices that established different rates

for the same servicE offered to news agencies and other

l~ This concern lE not academic and is not limited to
discrimination that would result from the imposition of bill
and keep for all CMRS providers. New York Telephone, acting
pursuant to thE dictates of the New York Service Commission,
established a compensation schedule for two-way cellular
traffic. PageNet includes materials from NYNEX that
announce the compensation arrangements as in attached
Appendix B. Despite PageNet's requests for comparable
treatment, NYNEX has refused to extend this compensation
arrangement to paging carriers in its territory.
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customers,13 and the jisparate allocation of NXX codes by LECs to

cellular carrlers. 3imilarly, a compensation scheme that

provided termination compensation to two-way CMRS providers

through bill and keep, but no compensation to paging carriers

would violate the letter and spirit of the Telecommunications Act

of 1996. In establishing interconnection standards for non-CMRS

carriers, the Act repeatedly prohibits discrimination in the

rates, terms and conditions of interconnection. u These

provisions clearly i~dicate the intent of Congress that

discrimination must similarly be prohibited in the context of

CMRS interconnection. In light of this precedent and legislative

mandate, the Commission is required to establish fully

compensatory interco~nection rules governing interconnection

arrangements involving paging carriers. PageNet proposes such a

fully compensatory p~icing structure in Section IV, infra.

l3

l4

See Hi-La Interim Decision, 55 FCC 2d 224 (1975); Hi-La
Decision, 58 FCC 2d 362 (1976).

E.g., 47 C.F.R. §§ 251(b); 251(C) (2) (C)&(D);
252 (d) (1) (A) (ij) (1995).
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D. Paging Carriers, Like Other CMRS Carriers, Are Co
Carriers with The LECs And Are Entitled To
Reasonable Interconnection And Compensation For
The Termination Of Traffic

1. Paging Carriers Are Co-Carriers with The LECs

Although it is obvious and has been a basic tenet of the

Commission's interconnection policy, 15 it is important for the

Commission to begin its consideration of compensation for traffic

termination by paging carriers from the established fact that

paging carriers and LECs are co-carriers. The Commission has

already determined that paging carriers are co-carriers, having

found that they are "common carriers generally engaged in the

provision of local Exchange telecommunications in conjunction

wi th the local telerhone exchange companies. ,,16 As co-carriers,

paging carriers are entitled to reasonable interconnection for

15

16

The Commission's policy regarding interconnection for mobile
services such &S paging and cellular are well established.
See Allocation of Frequencies in 150.8-162 MclS Band, 12 FCC
2d 841 (1968), recon. denied, 14 FCC2d 269, aff'd sub nom.,
Radio Relay COlp. v. FCC, 409 F.2d 269 (2nd Cir., 1969);
Cellular Communications Systems, 86 FCC 2d 469, 495-496
(1981); Cellular Communications Systems, 89 FCC 2d 58, 80-82
(1982); Cellular Communications Systems, 90 FCC 2d 571, 576
577 (1982); The Need to Promote Competition and Efficient
Use of Spectrw! for Radio Common Carrier Services, 2 FCC Red
2910, 2915 (l9c'7); and Implementation Of The Regulatory
Treatment Of Mobile Service, Second Report and Order, GN
Docket No. 93-: 52, 9 FCC Red 1411, 1497-1498 (1994) ("Second
CMRS Order 1/) •

Radio Common Carrier Services (post-Divestiture BOC
Practices), 59 RR2d 1275, 1278 (1986).
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the services that they provide. 17 As discussed below, one

component of "reasona.ble interconnection" is compensation for

call termination.

2. Compensation For Ter.mination Of Calling Traffic Is
Mandated By The Statute And The Commission's Rules

In the Omnibus Budget Reconciliation Act of 1993, Congress

directed that the Commission shall, upon reasonable request of

any person providing commercial mobile radio service, order a

common carrier to establish physical connection with such service

pursuant to the prOVlS1ons of 47 U.S.C. § 201." This

requirement of reasonable interconnection for CMRS providers 1S

codified in the Communications Act of 1934, as amended, under

Section 332 (c) (1) (B) .19

In the Second CMRS Order, the Commission classified pag1ng

as CMRS20 and determined that paging carriers, as CMRS providers,

are entitled to reasonable interconnection. In reaffirming its

existing interconnection standard in that Order, the Commission

found that the obligation to provide reasonable interconnection

17

18

19

20

Id.

Omnibus Budget Reconciliation Act of 1993, P.L. No. 103-66,
Tit1 e VI, § 6 0 C2 (c) (1) (B), 1 0 7 STAT. 3 12, 3 93 (1993 )
("Budget Act")

47 U.S.C. § 33= (c) (1) (B) (1995).

Second CMRS Order, 9 FCC Rcd at 1452-1462.
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